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To the Stockholders of S. S. Kresge Company: 

Following this is the consolidated report of S. S. Kresge Company and its wholly owned sub¬ 
sidiaries, the S. S. Kresge Company, Ltd. of Canada and the Mt. Clemens Pottery Company (the 
Kresge Realty Company having been dissolved during the year as hereinafter referred to). 

The earnings after all charges, expenses and provision for taxes for the year ended December 31, 
1937, were $10,712,512.67 equal to $1.94 per share on 5,517,881.7 shares of Common Stock issued, or 
6.9 cents of each dollar of sales. This compares with $11,042,139.47, or $1,976 per share for the year 
1936. 

Four quarterly dividends of 30 cents each were paid to stockholders during the year 1937 for a 
total of $1.20 per share, or 4.2 cents of each sales dollar. Included among the nearly 22,800 registered 
stockholders are about 20,000 holding 100 shares or less, evidencing the wide interest in your Company. 
The undistributed earnings were considered, by your Directors, as necessary to the efficient and 
economical operation of the business. 

With the favorable indications during the early part of the year we rather confidently expected 
to secure an increase in business of approximately 7% and surpass by a considerable margin the high 
point in 1929 of $156,456,732.23 but the bad conditions of the latter part of the year brought dis¬ 
appointment in the form of total sales of $155,204,789.95, a modest increase over 1936 of $5,681,354.70, 
or 3.8%. 

The subject of taxes is one that should interest every individual, for every tax that is paid by 
business comes out of the pocket of the consumer; there's no other place to get it. 

The expenditures and provisions for taxes for the year 1937 amount to $7,438,563.44, equivalent 
to 4.8 cents of each dollar of sales, or $1.35 per share of stock, and is an increase over 1936 of $689,268.84. 

To simplify further the financial structure of the Company, your directors brought about on 
October 30, 1937, the dissolution of the Kresge Realty Company, a wholly owned property holding 
subsidiary, and the distribution of its assets to the parent company. 

The financial position of the Company has not altered materially since our last annual report. 
There have been no borrowings during the year and while the cash position is slightly diminished, being 
(including cash and Government bonds) $17,356,468.11, as compared with $19,276,797.87 at December 
31, 1936, it is considered ample for our needs. 

For your information certain comparisons of important items have been compiled and follow 
immediately after the balance sheet and the income and surplus account. 

It should be of particular interest to stockholders to know that during the six-year period of 
particular stress through which we passed from December 31,1931 to December 31,1937, the net worth 
of the Company increased from $85,607,715.93 at the former date to $105,873,688.06 at the latter, an 
increase of $20,265,972.13; and that the mortgage indebtedness has been reduced from $24,334,298.06 
to $4,263,344.31. By reason of this debt reduction the interest charge was reduced from a high of 
$1,417,313.14 in 1931 to $271,224.26 in 1937. Net working capital increased in 1937 by $1,960,279.00 
to $26,832,341.00. 

The ratio of current assets to current liabilities shows improvement over 1936 and in this con¬ 
nection you will note that merchandise in transit ordered for 1938 amounting to $1,729,210.93 and 
$599,884.33 for mortgages maturing in 1938 are for the first time shown as current liabilities. 

For your information there appears following the financial data, an outline map of the United 
States and Canada showing the number of stores in operation in each State or Province. 

In operation at the end of 1937 were 741 stores, as compared with 729 at January 1st, 1937. 
Nineteen stores were opened during the year, six closed permanently and one closed temporarily 
(for street widening purposes), to be reopened in 1938. 

Our policy of modernization was continued for 1937 and to the fullest extent possible will be main- 
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tained during this and subsequent years, your directors being fully convinced by resulting improved 
sales and profits that this is definitely in the interest of stockholders. 

On Page 9 are shown two typical modernized stores, one a corner and the other a mid-block 
location, graphically indicating that Kresge stores as modernized are not just another doorway on 
a street. 

In following our policy of maintaining the most cordial relations with our employees, we have 
continued to allow vacations with pay, have disbursed substantial Christmas bonuses, have main¬ 
tained reasonable arrangements as to hours of work while wages have been materially increased, so 
that in 1937 there was paid to salaried employees $2,288,043.88 in excess of the total of such wages 
for 1936. 

One of the problems confronting us in the growth of the business has been how suitable provision 
might be made for the advancement of men in training for positions of greater responsibility and that 
these men should not be discouraged by the thought that tenure of office in high positions has no 
limitations. Upon the urgent recommendation of your president, the following resolution, prepared 
and offered by him, was unanimously adopted by your directors on April 12, 1937: 

“WHEREAS, the Directors of this Company believe that in the interests of the Com¬ 
pany it is desirable to have a definite Age Retirement Plan, 

NOW THEREFORE BE IT RESOLVED, that excepting only the founder of the 
Company, Mr. Sebastian S. Kresge, all men occupying positions of Managers, Superin¬ 
tendents, District Office Executives, Buyers and Heads of Departments, shall retire from 
active service in such capacities at the end of the calendar year in which they shall become 
sixty-three (63) years of age. 

AND BE IT FURTHER RESOLVED, that this requirement shall apply to Officers 
of the Company, with the exception that their retirement shall occur at the time of the 
Annual Meeting of the Company, when they shall have reached the age of sixty-three (63) 
in the twelve months prior thereto. 

BE IT FURTHER RESOLVED, that this shall be in full force and effect beginning 
one year from the date of the adoption of this resolution, except that as to men in the fore¬ 
going positions who have now reached the age of sixty (60) years or over, the requirement 
with respect to them shall be at the discretion of the Board of Directors, with not to exceed 
one year additional period of service.” 

Contributing greatly to the successful conclusion of another year is the loyalty and enthusiasm 
that animates the nearly 30,000 who serve the Company in its contact with the buying public. While 
the Company is still young and many of its stores opened in quite recent years, the mutually pleasant 
relationship between employer and employee is evidenced by the fact that 95 have been with us over 
25 years, some as long as 39 years, and over 6,000 for five years or more. 

The general policies of your Company will be formulated with every consideration to all four 
parties at interest, the public, the consumer, employees and shareholders, for, in our opinion, these 
in no way conflict with each other but are inter-dependent. 

By order of the Board of Directors 



Chairman 
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A PERSONAL WORD, which obviously I could not include in the preparation of the message 
from your Board of Directors. 

After having spent twenty years in the wholesale drygoods business, I severed my connection 
on December 1st, 1904, to become an employee in the “5 & 10” which had been founded by Mr. 
S. S. Kresge seven years before and which was then a small struggling organization with which I had 
enjoyed quite frequent salesman’s contact. 

On April 22nd, 1938, pursuant to the provisions of the resolution referred to in the foregoing letter 
from your Board of Directors, which makes discontinuance of service mandatory at a given age, I will 
come to the conclusion of more than thirty-three years of service. 

With but four stores employing a few score persons at that time, and only 61+ upon the incorpor¬ 
ation of the business in 1912, there now is a far-flung institution of nearly 750 stores, an enormous 
warehouse, the Mt. Clemens Pottery (which is one of the largest and most modern dinnerware 
factories in the country), all with a personnel of almost 30,000 employees. 

It is with feelings of mingled satisfaction and regret that I approach “the day”; satisfaction to 
have had some small part in the development of what now stands as a very substantial institution in 
the merchandising field, and regret that years inevitably require one to step aside when the love for 
the work, and one’s fellow workers, is still so very great. 

Why did 4 stores grow to 750? Why has a staff of a hundred or so multiplied three hundred fold? 
Because through a policy of serving the public in the offering of desirable merchandise, meeting the 
customer with courtesy and consideration, displaying a community interest in charitable and civic 
enterprises, Kresge stores have been declared by the millions who visit them day by day as being 
definitely IN THE PUBLIC INTEREST. 

This more than thirty-three years of service has meant far more than dollars to me, and I feel sure 
that the same sentiment extends to the entire organization. 

To have been associated so long in the building of this great business with the group of men 
responsible for its management, has been a rare privilege and a great inspiration and now that I remove 
myself from the picture I commend them to you as a group doing a fine constructive work, deserving 
of appreciation and commendation by public and public servant alike, for such a business as this has 
grown only by service to the public which might, had it not been pleased and satisfied with the service, 
have terminated our existence long ago. 

Hoping sincerely for a continuation of the confidence of you who own, and the loyalty of you who 
serve, for this Company which has become so definitely a vital part of my life, I close a third of a 
century of continuous service with sincere best wishes to all who carry on. 







S. S. Kresgf 

(A Michigan 

And Subsidiai 

Consolidated Balance Sheet 


ASSETS 


Current Assets: 

Cash in banks, in transit and on hand.$17,212,372.72 

U. S. Government securities, at cost (quoted market 

value $150,431.25). 144,095.39 

Miscellaneous accounts receivable, less reserve. 248,463.39 


Inventories of merchandise and materials, including merchandise in 
transit not paid for of $1,729,210.93, at cost or market which¬ 
ever lower (certified by officials as to quantities and condition) 21,537,768.27 $39,142,699.77 


Claims, Investments, Etc.: 

Claims against closed banks, less reserve of $426,935.62.$ 402,965.85 

U. S. Government securities deposited in escrow, at cost (quoted 

market value $76,729.66). 73,377.74 

Mortgages receivable and miscellaneous securities, 
less reserve of $93,000.00. 94,510.89 570,854.48 


Deferred Charges: 

Unamortized leasehold expenses, advance rentals, unexpired 

insurance, supplies and other prepaid expenses. 3,441,155.71 

Fixed Assets: 

Land and buildings, at cost.$57,961,503.92 

Less —Reserve for depreciation. 8,284,447.80 

Leasehold improvements, at cost 

(portion unamortized). 

Fixtures and equipment, at cost.$21,797,043.42 

Less —Reserve for depreciation. 12,198,476.06 

Leaseholds, as valued in 1916 

(portion unamortized). 290,471.16 80,298,056.38 


$49,677,056.12 

20,731,961.74 

9,598,567.36 


$123,452,766.34 


To the Board of Directors 

S. S. Kresge Company: 

We have made an examination of the consolidated balance sheet of S. S. Kresge Company (A Michigan Co, 
surplus for the year 1937. In connection therewith, we examined or tested accounting records of the compan 
companies; we also made a general review of the accounting methods and of the operating and income accouni 
In our opinion, based upon such examination, the accompanying consolidated balance sheet and related 
consistently maintained by the companies during the year under review, the position of S. S. Kresge Compan 

Detroit, Michigan February 5, 1938 
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: Company 

Corporation) 

y Companies 

December 31, 1937 


LIABILITIES 


Current Liabilities: 

Accounts payable—trade.$ 2,293,816.55 

Accounts payable—merchandise in transit. 1,729,210.93 

Accrued taxes, expenses and miscellaneous accounts payable. 4,701,539.73 

Provision for U. S. A. and Dominion of Canada income 

taxes (estimated). 2,985,906.93 

Real estate mortgages and land contracts payable in 1938 
(exclusive of mortgages aggregating $1,006,150.00 renewed in 
January, 1938). 599,884.33 


Real Estate Mortgages and Land Contracts 
Payable Subsequent to 1938: 

Mortgages.$ 2,909,325.00 

Land Contracts. 754,134.98 


Reserves : 

For fire losses, public liability and compensation claims 


Capital Stock and Earned Surplus: 

Capital stock, common— 

Authorized—10,000,000 shares of $10 each . .$100,000,000.00 


Issued—5,517,881.7 shares. $ 55,178,817.00 

Earned surplus, per statement attached. 51,411,147.98 

$106,589,964.98 

Deduct —Cost of 27,960 shares of capital stock 
held in treasury. 716,276.92 


•poration) and subsidiary companies as at December 31, 1937, and of the consolidated statement of income and 
ies and other supporting evidence and obtained information and explanations from officers and employees of the 
s for the year, but we did not make a detailed audit of the transactions. 

consolidated statement of income and surplus fairly present, in accordance with accepted principles of accounting 
y and subsidiary companies at December 31, 1937, and the result of operations for the year. 

PRICE, WATERHOUSE & CO. 

Certified Public Accountants 


$ 12,310,358.47 


3,663,459.98 


1,605,259.83 


105,873,688.06 


$123,452,766.34 
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S. S. Kresge Company 

(A Michigan Corporation) 

And Subsidiary Companies 


Consolidated Statement of Income and Surplus for the Year Ending 

December 31, 1937 


Sales.$155,204,789.95 

Deduct: 

Cost of merchandise sold and operating expenses, including gen¬ 
eral and administrative expenses (less income from rentals).... $132,856,019.52 
Taxes— 

Property, franchise, State income, social security, etc. 4,426,337.64 

Sales and gross income taxes paid in excess of amounts collected 287,225.80 
Provision for depreciation and amortization. 3,582,642.65 141,152,225.61 

Profit before other income and deductions. $ 14,052,564.34 


Other Income: 

Interest received.$ 31,166.05 

Miscellaneous. 7,510.60 38,676.65 


Together 


$ 14,091,240.99 


Other Deductions: 


Interest on mortgages, etc.$ 271,224.26 

Flood losses. 149,100.47 

Loss on disposal of fixed assets, etc. 233,403.59 

Provision for U. S. A. normal and Dominion of Canada 

income taxes. 2,100,000.00 

Provision for U. S. A. surtax on undistributed income. 625,000.00 3,378,728.32 


Net profit for the year ending December 31, 1937. $ 10,712,512.67 

Earned surplus at January 1, 1937. 47,386,468.51 


$ 58,098,981.18 

Deduct: 

Appropriation to reserve for fire losses.$ 100,000.00 

Cash dividends on common stock—$1.20 a share, less $33,552.00 
of dividends on stock held in treasury. 6,587,833.20 6,687,833.20 

Earned Surplus at December 31, 1937. $ 51,411,147.98 
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BALANCE SHEET AND INCOME ACCOUNT COMPARISONS 


For your information comparative data relative to the balance sheet and income account 
has been prepared, after giving effect where necessary to a reclassification of certain items in 
prior years. 


Year 
End 
Dec. 31 

Excess of Cash 
and Gov't Securities 
over 

Current Liabilities 

Ratio of 
Current 

Assets 

to 

Current 

Liabilities 

Net 

Working 

Capital 

Percentage of 
Year End 
Inventories 
to Sales 

1933 

$ 614,230. 

2.61 to 1 

$19,399,357. 

14.70 

1934 

4,606,532. 

2.49 to 1 

23,068,987. 

13.16 

1935 

4,948,429. 

2.65 to 1 

22,997,537. 

12.84 

1936 

4,801,258. 

2.72 to 1 

24,872,062. 

13.24 

1937 

5,046,110. 

3.18 to 1 

26,832,341. 

13.88 


Year 
End 
Dec. 31 

Percentage 
of Fixed 

Assets 

to 

Total 

Assets 

Bank Loans 
and 

Funded Debt 

Net Earnings 
as Reported 

Dividends Declared 

Per 

Sales 

Dollar 

Per 

Common 

Share 

Per 

Sales 

Dollar 

Per 

Common 

Share 

1933 

63.34 

$22,165,991. 

.067 

1.50 

.019 

.40 

1934 

60.95 

19,172,153. 

.071 

1.76 

.035 

.85 

1935 

63.21 

8,909,429. 

.074 

1.83 

.04 

1.00 

1936 

64.13 

6,216,615. 

.074 

1.98 

.049 

1.30 

1937 

65.04 

4,263,344. 

.069 

1.94 

.042 

1.20 
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\ NUMERAL INDICATES NO. OF STORES IN EACH STATE | 




















































































ALBANY, NEW YORK. 



GRAND RAPIDS, MICHIGAN. 
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